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1. On April 17, 2002, the Treasury published final regulations dealing with
the required minimum distribution rules that apply to benefits held in
defined contribution qualified retirement plans,* individual retirement
accounts (IRAs), and certain other deferred compensation arrangements.
a. On January 17, 2001, the IRS published proposed regulations,
replacing the proposed regulations that were published on July 27,
1987.
b. The original proposed regulations were amended on December 30,
1997 in response to comments concerning the use of trusts as
beneficiaries.
c. Notices 83-23, 88-38, 96-67, and 97-75, which provided additional
guidance on the required minimum distribution rules, are
incorporated in the final regulations with certain modifications.
d. Temporary and proposed regulations were also issued on April 16,
2002, dealing with defined benefit plans and annuity contracts.
2. I.R.C. § 401(a)(9) requires that plan benefits be distributed to participants t
and their beneficiaries over certain periods to prevent the indefinite
deferral of the federal income tax on the income accumulated in the plan
and to ensure that the favorable tax treatment afforded to qualified
retirement plans serves the intent of Congress to encourage saving for
retirement.
a. I.R.C. § 4974 imposes a 50% excise tax on the amount of a
required minimum distribution that is not distributed to a
participant or beneficiary within a particular year.
Qualified retirement plans include plans that meet requirements under I.R.C. §§ 401(a), 403(a), or
403(b).
tin addition to participants in qualified retirement plans under I.R.C. §§ 401(a) and 403(a), as used
herein, a participant includes an account holder of an IRA or individual retirement annuity, as well as a
participant in an annuity contract or custodial account described in I.RLC. § 403(b) or a deferred
compensation plan described in I.R.C. § 457.
(1) I.R.C. §§ 408(a)(6) and 408(b)(3) apply these minimum
distribution rules to IRAs and individual retirement
annuities (both referred to in this article as IRAs).
(2) I.R.C. § 457(d)(2) applies these rules to certain deferred
compensation plans for tax-exempt organizations or state
and local government employees.
b. Generally, by a participant's required beginning date (RBD), either
the entire plan benefit or IRA must be distributed to the participant
or the distribution of the plan benefit or IRA must commence and
be made over one of the following periods:
(1) The life of the participant;
(2) The joint lives of the participant and a designated
beneficiary;
(3) A period not extending beyond the life expectancy of the
participant; or
(4) A period not extending beyond the joint and last survivor
expectancy of the participant and a designated beneficiary.
I.R.C. § 401(a)(9)(A).
c. If the participant dies before the entire plan benefit or IRA has
been distributed, the beneficiary must receive the balance over a
certain period of time specified in the Code. I.R.C. § 401(a)(9)(B).
3. The 1987 proposed regulations were complex and contained many traps
for the ill-informed participant or beneficiary.
a. The participant was required to make two irrevocable elections at
the RBD.
(1) The participant had to identify the designated beneficiary
for purposes of determining the period over which the plan
benefit or IRA had to be distributed, and the participant had
to elect whether the life expectancy of the participant and,
if the spouse was the designated beneficiary, the life
expectancy of the participant's spouse, were to be
redetermined each year.
(a) The 1987 proposed regulations referred to the
method of distribution under which life
expectancies were redetermined as the recalculation
method.
(2) The choice had a significant impact on the timing of
distributions from that point on, and could result in the
distribution of the participant's entire plan benefit or IRA
by the end of the year following his or her death.
(3) The final regulations eliminate both elections that were
required under the 1987 proposed regulations and, for most
participants and their beneficiaries, provide for a longer
distribution period and, consequently, smaller required
distributions.
4. The following discussion focuses on the rules that apply to individual
retirement arrangements, which include defined contribution plans, such
as profit-sharing plans, 401(k) plans (also referred to as cash or deferred
plans), money purchase pension plans, IRAs, 403(b) plans, and 457 plans.
B. Required Beginning Date.
I1. The final regulations do not change the determination of a participant's
RBD.
2. The RBD for traditional IRA account holders and participants in a
qualified retirement plan who own more than five percent of the
sponsoring employer (i.e., a sole proprietor, or a partner, limited liability
company member, or shareholder who owns more than five percent of the
sponsoring employer) is April 1 following the calendar year in which the
individual reaches age 70V2. Treas. Reg. §§ 1.401(a)(9)-2, A-2(b) and
1.408-8, A-3.
3. The RBD for participants in qualified retirement plans who do not own
more than five percent of the sponsoring employer is April 1 following the
later of the calendar year in which the participant reaches age 70V2 or the
calendar year in which the participant retires. Treas. Reg. § 1.401(a)(9)-2,
A-2(a).
4. The final regulations permit a qualified retirement plan to mandate that the
RBD for all employees is April 1 after the calendar year in which the
participant reaches age 702, regardless of whether he or she has retired.
Treas. Reg. § 1.401(a)(9)-2, A-2(e) and A-6(b).
a. If a participant who does not own more than five percent of the
sponsoring employer receives a distribution before he or she
retires, the participant may roll the distribution into his or her own
IRA within sixty days of receipt.
C. Distributions During Participant's Lifetime.
1. The final regulations greatly simplify the method of determining the
required minimum distributions during a participant's lifetime.
2. While the participant is alive, the minimum distribution is determined
annually by dividing the applicable distribution period into the value of
the participant's plan benefits and IRAs as of the valuation date
(December 31 in the case of an IRA) in the year preceding the year in
which the distribution has to be made. Treas. Reg. § 1.401 (a)(9)-5,
A-l(a).
a. For purposes of determining the value of a participant's account,
distributions after the end of the calendar year are disregarded and
contributions after the end of the year may be disregarded. Treas.
Reg. § 1.401(a)(9)-5, A-3.
3. Generally, the applicable distribution period is determined using the
uniform lifetime table in Treas. Reg. § 1.401 (a)(9)-9, A-2, which is based
on the participant's age and the age of an individual ten years younger
than the participant in each distribution calendar year. Treas. Reg.
§ 1.401(a)(9)-5, A-4.
a. The table is set out in Exhibit A.
b. In the 1987 proposed regulations, the same table was used to
satisfy the minimum distribution incidental benefit rule when the
participant's designated beneficiary was not his or her spouse and
was more than ten years younger than the participant.
c. The final regulations adopt new life expectancy tables for
determining the applicable distribution period, using the basic
2000 individual annuity mortality table projected to 2003. Treas.
Reg. § 1.401(a)(9)-9.
4. If the sole designated beneficiary is the employee's surviving spouse at all
times during the year and the spouse is more than ten years younger than
the participant, the applicable distribution period is the joint and last
survivor expectancy of the participant and spouse, using their ages in each
distribution calendar year. Treas. Reg. § 1.401(a)(9)-5, A-4(b).
a. This joint and last survivor expectancy is determined pursuant to
Treas. Reg. § 1.401 (a)(9)-9, A-3. Exhibit C contains the multiples
for participants age 70 to 80 with spouses age 45 to 49. Treas.
Reg. § 1.401 (a)(9)-5, A-6.
5. The surviving spouse will be treated as the participant's sole designated
beneficiary if he or she is the outright beneficiary of the participant's
entire plan benefit or IRA or a separate share thereof.
a. If the plan benefit or IRA is payable to more than one beneficiary,
and the surviving spouse is one of those beneficiaries, he or she
will not be treated as the participant's sole beneficiary unless, by
September 30 of the calendar year following the calendar year of
the participant's death (the "beneficiary determination date"), the
other beneficiary or beneficiaries have been cashed out, have
disclaimed their right to receive the plan benefit or IRA, or a
separate account has been created for the portion of the plan
benefit or IRA to which the surviving spouse is entitled.
(1) The final regulations seem to allow the separate account to
be established by the end of the calendar year following the
calendar year of the participant's death. Treas. Reg.
§ 1.401(a)(9)-8, A-2(b)(2).
(2) However, if one of the beneficiaries as of the beneficiary
designation date is not an individual, a separate account
should be established for that beneficiary by the beneficiary
determination date to ensure that the participant has a
designated beneficiary.
(a) This is based on comments by Marjorie Hoffman,
Senior Technician Reviewer, Tax Exempt/Govern-
ment Entities, Internal Revenue Service, who is one
of the authors of the final regulations, at an
ALI-ABA Video Law Review Program on May 23,
2002 (referred to as "Marjorie Hoffman's
comments").
b. If the plan benefit or IRA is payable to a trust and the surviving
spouse is a beneficiary of the trust, he or she will be treated as the
participant's sole designated beneficiary only if the entire required
minimum distribution and any other distributions from the plan or
IRA that are paid to the trust each year are redistributed to the
surviving spouse; in other words, no distributions from the plan or
IRA made during the surviving spouse's lifetime will be held in
the trust for eventual distribution to remainder beneficiaries.
Treas. Reg. § 1.401 (a)(9)-5, A-7(c)(3), Example 1.
c. Because marriage is determined as of January I of each year, death
or divorce during the year will not change the applicable
distribution period until the following calendar year. Treas. Reg.
§ 1.401(a)(9)-5, A-4(b)(2).
(1) However, according to Marjorie Hoffman's comments, if
the participant, after a divorce, changes the beneficiary
during the same calendar year, then the new beneficiary
would be taken into account in determining the applicable
distribution period for that year.
d. 'If the spouse is no longer the participant's designated beneficiary
for any reason other than death or divorce before the end of a
particular calendar year, the participant must use the uniform
lifetime table for purposes of determining the applicable
distribution period in that year.
6. The minimum distribution incidental benefit rule is deemed to be satisfied
if distributions are made pursuant to the uniform lifetime table or, in the
case of a spouse more than ten years younger than the participant, are
based on the joint and last survivor expectancy of the participant and the
spouse determined each year. Treas. Reg. § 1.401 (a)(9)-5, A- I (d).
7. Distributions from a Roth IRA are not required during the account
holder's lifetime.
a. The RBD in the case of a Roth IRA is December 31 of the calendar
year following the calendar year of the account holder's death.
b. If the account holder's beneficiary is his or her surviving spouse,
the spouse may roll the Roth IRA into his or her own Roth IRA or
treat the deceased account holder's Roth IRA as his or her own
Roth IRA.
c. In other cases, the minimum distribution rules will apply after the
account holder's death in the same manner as after the death of an
account holder of a traditional IRA.
I.R.C. § 408A(c)(5); Treas. Reg. § 1.408A-6, Q&A-14.
D. Distributions Upon Participant's Death Before RBD.
I1. If a participant dies before reaching his or her RBD and he or she has a
designated beneficiary, the minimum distribution rules require that the
deceased participant's plan benefits and IRAs be distributed over the
designated beneficiary's life expectancy, beginning no later than the end
of the calendar year after the calendar year of the participant's death.
Treas. Reg. § 1.401(a)(9)-3, A-3(a).
a. If the participant's sole designated beneficiary is his or her
surviving spouse, the distribution must commence by the end of
the calendar year in which the participant would have reached age
70 , or, if later, December 31 of the calendar year following the
calendar year of the participant's death (i.e., the participant dies
during the year in which he or she reaches age 702). Treas. Reg.
§ 1.401 (a)(9)-3, A-3(b).
b. A trustee of a trust in which the surviving spouse was the
designated beneficiary, but not the only beneficiary, may have
previously relied on at least one interpretation of the 1987
proposed regulations (expressed in several private letter rulings)
that appeared to indicate that a spouse who was the oldest
beneficiary of a trust, but not necessarily entitled to receive all
distributions made to the trust, could wait until the participant
would have reached age 702 to begin receiving required minimum
distributions.
(1) Although some commentators had suggested that such a
spouse should be able to continue to rely on this
interpretation of the 1987 proposed regulations after the
final regulations became effective, the final regulations do
not provide such relief.
C. Although the identity of the designated beneficiary is determined
on the beneficiary determination date, the beneficiary must be
someone who was named as the participant's beneficiary under the
participant's beneficiary designation or under the plan as of the
participant's date of death.
2. Unless the surviving spouse is the participant's sole designated
beneficiary, the life expectancy of the designated beneficiary is
determined in the calendar year following the. calendar year of the
participant's death, and is reduced by one year for each year thereafter.
Treas. Reg. § 1.401(a)(9)-5, A-5(c)(1).
a. If the surviving spouse is the participant's sole designated
beneficiary, while the spouse is alive the applicable distribution
period is the spouse's life expectancy determined each year. Treas.
Reg. § 1.401(a)(9)-5, A-5(c)(2).
b. Once the spouse dies, the remaining applicable distribution period
is the spouse's life expectancy in the calendar year of his or her
death, reduced by one for each calendar year that has elapsed after
the calendar year of the spouse's death. Treas. Reg. § 1.401(a)(9)-
5, A-5(c)(2).
c. The life expectancy of a designated beneficiary, including a spouse
who is the participant's sole designated beneficiary, is determined
under Treas. Reg. § 1.401(a)(9)-9, A-i, which is set out in
Exhibit B. Treas. Reg. § 1.401(a)(9)-5, A-6.
3. If the participant does not have a designated beneficiary by the beneficiary
determination date, the participant's plan benefits or IRAs must be
distributed by the end of the fifth calendar year following the calendar
year of the participant's death. I.R.C. § 401 (a)(9)(B)(ii).
a. Note that the so-called five-year rule was the default rule under the
1987 proposed regulations unless the spouse was the participant's
designated beneficiary.
(1) Consequently, unless the designated beneficiary elected to
receive the deceased participant's account over the
beneficiary's life expectancy or the plan provided for such
a distribution, the five-year rule applied.
(2) Under the final regulations, the life expectancy rule applies
unless there is no designated beneficiary or the plan
provides that the five-year rule will apply.
b. Depending upon the terms of the plan, a designated beneficiary
may elect to have the five-year rule apply. Treas. Reg.
§ 1.401(a)(9)-3, A-4(c).
(1) This may be advisable if the designated beneficiary's
remaining life expectancy is less than five years.
c. If the participant's sole designated beneficiary fails to take
required minimum distributions in any of the first four calendar
years following the calendar year of the participant's death, the
regulations provide for an automatic waiver of the 50% excise tax
if the designated beneficiary receives the entire remaining plan
benefit or IRA by the end of the fifth calendar year following the
calendar year of the participant's death. Treas. Reg. § 54.4974-2,
A-7(b).
d. A plan may provide that the five-year rule always applies to certain
types of distributions or applies to all distributions, and can apply
different methods of distribution to different employees. Treas.
Reg. § 1.401(a)(9)-3, A-4(b).
e. A transition rule allows a beneficiary receiving payments under the
five-year rule under the 1987 proposed regulations to switch to
using the life expectancy rule if the amounts that would have been
received under the life expectancy method are received by the
earlier of December 31, 2003 or the end of the fifth year following
the year of the participant's death. Treas. Reg. § 1.401(a)(9)-l,
A-2(b)(2).
E. Distributions Upon Participant's Death After RBD.
1. If a participant dies after his or her RBD, and the participant has a
designated beneficiary by the beneficiary determination date, the
remaining plan benefits or IRAs must be paid to the designated
beneficiary over the longer of (x)the designated beneficiary's life
expectancy, determined in the year following the calendar year of the
participant's death, or (y)the participant's remaining life expectancy,
determined in the year of the participant's death, in each case reduced by
one year for each year thereafter, commencing by the end of the calendar
year following the calendar year of the participant's death. Treas. Reg.
§ 1.401(a)(9)-5, A-5(a)(1) and (c)(1) and (3).
a. However, if the participant's sole designated beneficiary is the
participant's spouse, the applicable distribution period is the
spouse's life expectancy determined each year until his or her
death, when it then becomes the life expectancy of the spouse
determined in the calendar year of the surviving spouse's death,
reduced by one for each calendar year that has elapsed after the
calendar year of the spouse's death. Treas. Reg. § 1.401 (a)(9)-5,
A-5(a)(1) and (c)(2).
2. If there is no designated beneficiary by the beneficiary determination date,
the applicable distribution period is the life expectancy of the participant
determined in the year of his or her death, reduced by one year for each
year thereafter. Treas. Reg. § 1.401(a)(9)-5, A-5(a)(2) and (c)(3).
F. Spousal Rollovers.
I1. Regardless of whether the participant dies before or after his or her RBD,
if the spouse is the beneficiary of all or part of the participant's plan
benefit or IRA, he or she may roll the plan benefit (if permitted under the
plan) or IRA (or the part of which he or she is beneficiary) into his or her
own IRA, or, in the case of an IRA, treat the decedent's IRA as his or her
own IRA. I.R.C. § 402(c)(9) and Treas. Reg. § 1.408(a)-8, A-5(a).
a. If the participant dies after his or her RBD, and the required
minimum distribution has not been distributed to him or her before
his or her death, the required minimum distribution must be paid to
the surviving spouse before the end of the year. Treas. Reg.
§ 1.408-8, A-5(a).
b. The election to treat the decedent's IRA as the spouse's IRA may
be made at any time after the participant's death. Treas. Reg.
§ 1.408-8, A-5(a).
2. If the surviving spouse has already reached his or her RBD, he or she must
begin receiving required minimum distributions under the uniform lifetime
table in the year in which the rollover occurs, unless the rollover occurs in
the year of the participant's death and the participant had already reached
his or her RBD, in which case the spouse must take a required distribution
for that year, determined with respect to the deceased participant, to the
extent not distributed before the participant's death.
G. Designated Beneficiary.
I1. A designated beneficiary must be an individual. Treas. Reg.
§ 1.401 (a)(9)-4, A-1.
a. An individual beneficiary of a trust may be treated as a designated
beneficiary if the trust meets the requirements discussed below.
Treas. Reg. § 1.401(a)(9)-4, A-5.
2. A participant's designated beneficiary after his or her death is determined
as of the beneficiary determination date (September 30 of the year
following the year of the participant's death). Treas. Reg. § 1.4 01(a)( 9 )-4,
A-4(a).
a. However, if an individual who is a beneficiary as of the date of the
participant's death dies before the beneficiary determination date,
the individual will continue to be treated as a beneficiary on the
beneficiary determination date unless the individual has disclaimed
the right to the benefit or IRA.
b. Presumably, a deceased individual's personal representative may
disclaim if permitted under state law.
c. It is not clear whether a beneficiary designation could require an
individual to survive until the beneficiary determination date in
order to be entitled to receive the benefit, and if the individual does
not survive until then, the individual would not be taken into
account in determining the designated beneficiary.
3. If there are two or more beneficiaries at the beneficiary determination
date, only the oldest beneficiary will be treated as a designated beneficiary
unless each beneficiary is entitled to a separate share or separate account.
Treas. Reg. § 1.401(a)(9)-5, A-7(a)(1).
4. If there are two or more beneficiaries at the beneficiary designation date
and one of the beneficiaries is not an individual, the participant will be
treated as not having any designated beneficiary unless the non-individual
beneficiary is entitled to a separate share or a separate account. Treas.
Reg. § 1.401(a)(9)-5, A-7(a)(2).
5. Separate accounts are separate portions of a participant's benefit reflecting
the separate interests of the participant's beneficiaries under the plan as of
the date of the participant's death for which separate accounting is
maintained.
a. The separate accounting must allocate all post-death investment
gains and losses, contributions, and forfeitures for the period prior
to the establishment of the separate accounts on a pro rata basis in
a reasonable and consistent manner among the separate accounts.
b. In addition, any post-death distribution to a beneficiary must
reduce the separate account of that beneficiary.
c. Once the separate accounts are actually established, the separate
accounting can provide for separate investments for each separate
account under which gains and losses from the investment of the
account are only allocated to that account, or investment gains and
losses can continue to be allocated among the separate accounts on
a pro rata basis.
d. The final regulations state that the separate account must be
established by the end of the calendar year following the calendar
year of the participant's death to be effective.
(1) It is clear that if the separate accounts are not created until
the end of the calendar year following the calendar year of
the participant's death, the applicable distribution period
for the first distribution year will be based on the life
expectancy of the oldest beneficiary of all the separate
accounts.
(2) According to Marjorie Hoffman's comments, if the
separate accounts are created by the beneficiary
determination date, the applicable distribution period for
each separate account for the first distribution year will be
based on the oldest beneficiary of that account.
(a) However, under the language of the regulations,
unless the separate accounts are created by the end
of the calendar year in which the participant dies,
the life expectancy of the oldest beneficiary of each
separate account cannot be used until the second
distribution year (which would be the calendar year
following the calendar year following the
participant's death).
(3) Also according to Marjorie Hoffman's comments, as
mentioned above, if a separate account is to be established
for a beneficiary who is not an individual, it is advisable to
establish the separate account for that beneficiary by the
beneficiary determination date to ensure that the participant
has a designated beneficiary.
Treas. Reg. § 1.401(a)(9)-8, A-2(a)(2).
6. An individual, to be treated as a designated beneficiary, must be
designated under the terms of the plan, including an affirmative election
by the participant pursuant to the terms of the plan. Treas. Reg.
§ 1.401(a)(9)-4, A-1.
a. An individual who becomes entitled to the benefit under applicable
state law is not a designated beneficiary. Treas. Reg.
§ 1.401(a)(9)-4, A-1.
b. The final regulations provide that a participant will not have a
designated beneficiary if his or her estate is the named beneficiary,
even though an individual becomes entitled to receive the benefit
by the beneficiary determination date. Treas. Reg. § 1.401(a)(9)-4,
A-1.
c. The preamble to the final regulations clarifies that a trust will not
fail to be treated as a trust merely because the trust elects to be
treated as an estate under I.R.C. § 645, as long as the trust
continues to be a trust under state law.
7. There are three ways that the identity of the designated beneficiary can be
changed after the participant's death but before the beneficiary
determination date.
a. One or more beneficiaries may be cashed out, i.e., they receive the
entire amount of the plan benefit or IRA to which they are entitled.
Treas. Reg. § 1.401(a)(9)-4, A-4(a).
(1) For example, if a participant has named a charitable
organization as the beneficiary of the first $100,000 of his
plan benefit or IRA and an individual as the beneficiary of
the remaining portion, the participant would not be treated
as having a designated beneficiary after his or her death
under the 1987 proposed regulations because the charity's
right would not be treated as a separate account.
(2) However, under the final regulations, if $100,000 is paid to
the charity before the beneficiary determination date, the
charity will no longer be considered in determining whether
the participant has a designated beneficiary.
b. One or more beneficiaries may disclaim their right to receive the
plan benefit or IRA. Treas. Reg. § 1.401 (a)(9)-4, A-4(a).
(1) The disclaimer must qualify under I.R.C. § 2518.
c. Separate accounts may be created for each beneficiary before the
beneficiary determination date. See Treas. Reg. § 1.401(a)(9)-8,
A-2(a)(2).
(1) For example, if the benefits are payable in equal shares to
the participant's three children and to a grandchild of a
predeceased child, and separate accounts were created
before the end of the calendar year following the calendar
year of the participant's death, each child and the
grandchild may take distributions from his or her separate
account based on his or her life expectancy, rather than the
life expectancy of the oldest child, beginning the calendar
year following the establishment of the separate accounts.
8. The final regulations provide that if a beneficiary's entitlement to a
participant's benefit or IRA is contingent on an event other than the
participant's death or the death of another beneficiary, the contingent
beneficiary is considered in determining which designated beneficiary has
the shortest life expectancy and whether any beneficiary is not an
individual. Treas. Reg. § 1.401 (a)(9)-5, A-7(b).
a. A person will not be considered a beneficiary for purposes of
determining who is the beneficiary with the shortest life
expectancy or whether a person who is not an individual is a
beneficiary merely because the person could become the successor
to the interest of one of the beneficiaries after the beneficiary's
death.
(1) This exception does not apply to a person who has any
right (including a contingent right) to a participant's benefit
beyond a mere potential successor to the interest of one of
the beneficiaries upon that beneficiary's death.
(2) For example, if the first beneficiary has a right to all
income with respect to a participant's individual account
during the beneficiary's life and a second beneficiary has a
right to the principal but only after the death of the first
income beneficiary (any portion of the principal distributed
during the life of the first income beneficiary to be held in
trust until that first beneficiary's death), both beneficiaries
must be taken into account in determining the beneficiary
with the shortest life expectancy and whether only
individuals are beneficiaries.
(3) Although the Treasury apparently has not reached a
definitive position on the subject, Marjorie Hoffman's
comments expressed her opinion that if income was
payable to a beneficiary with the remainder to the
beneficiary's child at the beneficiary's death, and, if the
child does not survive the beneficiary, to a charitable
organization, the charitable organization would not be
treated as a beneficiary in determining whether there was a
beneficiary as of the beneficiary determination date who
was not an individual.
(4) Marjorie Hoffman also indicated approval of the position in
PLR 200228025, which has not yet been published, that
held that where a benefit was payable to a trust for the
benefit of a child, and if the child died before age 30, the
benefit was payable to an older beneficiary, the older
beneficiary's life expectancy had to be used for
determining the applicable distribution period, even though
the child was to have received the entire benefit if the child
survived until age 30.
Treas. Reg. § 1.401(a)(9)-5, A-7(c)(1).
b. If the designated beneficiary whose life expectancy is being used
to calculate the distribution period dies after the beneficiary
determination date, such beneficiary's remaining life expectancy
will be used to determine the distribution period, whether or not a
beneficiary with a shorter life expectancy becomes entitled to
receive the plan benefit or IRA. Treas. Reg. § 1.401(a)(9)-5,
A-7(c)(2).
H. Trustee as Beneficiary.
I1. The final regulations do not change the requirements that a trust must
satisfy in order to have the oldest individual beneficiary of the trust treated
as a participant's designated beneficiary.
a. However, the time by which these requirements must be satisfied
has been affected by the use of the uniform lifetime table.
b. In addition, the regulations clarify when a spouse will be treated as
the sole beneficiary of a trust.
2. In order for an individual who is the beneficiary of a trust to be treated as
the participant's designated beneficiary, the trust must satisfy the
following four requirements during any period during which required
minimum distributions are being determined by taking into account the
designated beneficiary's life expectancy:
a. The trust must be a valid trust or would be a valid trust under state
law if it had a corpus;
b. The beneficiaries of the trust entitled to the plan benefits or IRA
must be identifiable;
c. The trust must be either irrevocable or, by its terms, will become
irrevocable at the participant's death; and
d. Certain documentation requirements must be satisfied.
Treas. Reg. § 1.401(a)(9)-4, A-5.
3. Unless the participant's sole designated beneficiary is his or her spouse
and the spouse is more than ten years younger than the participant, these
requirements must be satisfied by the beneficiary determination date,
except that the documentation requirements can be satisfied by October 31
of the year following the year of the participant's death. Treas. Reg.
§ 1.401(a)(9)-4, A-6(b).
a. In this case, the uniform lifetime table is used for determining the
required minimum distribution while the participant is alive and
therefore, the life expectancy of a designated beneficiary is
irrelevant.
b. If the spouse is the participant's sole designated beneficiary and is
more than ten years younger than the participant, however, these
requirements must be satisfied at the beginning of the calendar
year if the participant wishes to use the joint and last survivor
expectancy of the husband and wife rather than the uniform
lifetime table for determining the required minimum distribution
for that year.
(1) In this case, the spouse's life expectancy is relevant in
determining the joint and last survivor expectancy of the
participant and his or her spouse each year.
c. The final regulations permit the documentation requirement to be
satisfied by October 31, 2003 for trusts that had failed to provide
the documentation by October 31 of the year following the year of
the participant's death. Treas. Reg. § 1.401 (a)(9)-1, A-2(c).
4. The requirement that the trust beneficiaries entitled to the plan benefits or
IRAs be identifiable is necessary because the age of the oldest beneficiary
is required to calculate the minimum distribution after the participant's
death (or after the RBD if the participant's sole beneficiary is his or her
spouse and is more than ten years younger than the participant).
5. If there are any beneficiaries of the trust entitled to the plan benefits or
IRAs which do not qualify as designated beneficiaries for purposes of
calculating minimum distributions, such as charities or creditors (e.g.,
funeral expenses), the participant may be treated as not having a
designated beneficiary. PLR 9820021.
6. Unfortunately, the final regulations require that separate accounts be
established in the beneficiary designation form and simply naming a trust
that has separate shares for different beneficiaries will not create separate
accounts for purposes of the minimum distribution rules. Treas. Reg.
§ 1.401 (a)(9)-5, A-5(c), adopting the position in PLR 199903050.
a. However, PLR 2002234074, although decided under the 1987
proposed regulations, indicated that separate accounts may be
established for minimum distribution purposes when the trust is to
be immediately divided into separate trusts after the participant's
death.
7. To satisfy the documentation requirements, the participant or trustee must
furnish to the plan administrator by October 31 of the calendar year
following the calendar year of the participant's death either the trust
instrument or a list of beneficiaries, including contingent and remainder
beneficiaries, and the conditions on their entitlement.
a. In addition, the participant or trustee must certify that the list is
complete and agree to furnish a copy of the trust instrument if
requested by the plan administrator and that the other three
requirements described above are satisfied.
b. If the spouse is the sole designated beneficiary and is more than ten
years younger than the participant, these requirements apply at the
beginning of the year in which such a spouse becomes the
participant's sole designated beneficiary, if the participant wants to
use the joint and last survivor expectancy of the participant and the
spouse redetermined each year in lieu of the uniform lifetime table
for that year.
(1) In this case, if the trust agreement is amended during the
participant's lifetime, a copy of the amendment or
corrected certification, if the amendment changes the
information certified, must be furnished to the plan
administrator within a reasonable time.
Treas. Reg. § 1.401 (a)(9)-4, A-6.
c. The documentation requirements are over-broad, since in many
cases there will be numerous contingent and remainder
beneficiaries that will have to be listed, as well as a description of
how they will become entitled to receive a benefit.
(1) Only the name and age of the oldest beneficiary of each
separate share of the trust that is a beneficiary of the trust
with respect to a plan benefit or IRA is needed by the plan
administrator to determine the required minimum
distribution.
(2) A plan administrator will not usually be qualified to
interpret the terms of a trust agreement.
(3) No documentation should be required to be provided to the
financial institution sponsoring an IRA, because IRA
sponsors are not responsible for determining required
minimum distributions and the account holder may take the
total of the required minimum distributions calculated
separately for each of his or her IRAs from any one or more
of his or her IRAs. Treas. Reg. § 1.408-8, A-9.
(a) For example, assume that a participant has four
IRAs and that each IRA has an account balance as
of the end of the previous calendar year of
$500,000, for a total amount in all four IRAs of
$2,000,000. Assume also that the applicable
distribution period is 10 years, so the required
minimum distribution will be $200,000 (10% of
$2,000,000). The participant could take the
aggregate required minimum distribution of
$200,000 (10% of $2,000,000) from one IRA,
$50,000 from each IRA, or any variation thereof.
(b) Consequently, each IRA sponsor may never know
whether the account holder was taking his or her
required minimum distribution in any given year.
(c) Inherited IRAs may not be aggregated with IRAs in
the individual's own name, but IRAs inherited from
the same decedent may be aggregated for purposes
of determining the required minimum distributions
from all of such IRAs and the required minimum
distribution may be taken from any of such
inherited IRAs.
(4) However, the final regulations now require the trustee,
custodian, or issuer of an IRA to report certain information
in a manner to be prescribed by revenue rulings, notices,
and other guidance. Treas. Reg. § 1.408-8, A-10.
(5) At the same time as the final regulations were issued, the
IRS issued Notice 2002-27, dealing with the reporting
requirements for trustees, custodians, and issuers of IRAs.
(a) Effective beginning with required distributions for
2003, an IRA owner must be provided by
January 31 of the calendar year in which a required
minimum distribution is required either a statement
of the amount of the required minimum distribution
or a statement that a minimum distribution is
required for the year and the date by which the
amount must be distributed, and an offer to furnish
the IRA owner, upon request, the amount of the
required minimum distribution and, if requested, the
amount of the required minimum distribution for
the IRA.
(b) Beginning with required minimum distributions for
calendar year 2004, the trustee of an IRA must
notify the IRS on Form 5498 that a minimum
distribution is required with respect to an IRA for
the calendar year, but need not indicate the amount
and must inform the IRA owner that it will be
reporting such information to the IRS.
(c) Currently, no reporting is required for participants
in 403(b) deferred annuity plans or beneficiaries of
IRA owners.
8. If a trust is the beneficiary of a qualified plan benefit or IRA, the question
arises as to which beneficiaries of the trust must be considered in
determining who is the oldest beneficiary and whether any beneficiary is
not an individual.
a. If at least one beneficiary of the trust that must be considered for
this purpose is not an individual, such as a charitable organization,
then the participant will be treated as not having a designated
beneficiary.
b. Apparently, any potential beneficiary of the trust, including a non-
individual beneficiary or a beneficiary who is older than the
apparent designated beneficiary, must be taken into account in
determining whether there is a "designated beneficiary" under the
minimum distribution rules, unless such beneficiary would only
become entitled to receive distributions from the plan or IRA if
one or more prior individual beneficiaries have died prematurely.
c. Consequently, the only beneficiary of a trust who can be
disregarded is a beneficiary who will become entitled to receive
some of the plan benefit or IRA only if either he, she or it survives
another beneficiary who would receive the balance of the plan
benefit or IRA if he or she were alive at the relevant event (such as
the death of the individual who was the original designated
beneficiary) or all distributions from the plan or IRA made to the
trust must be redistributed to the beneficiary who is treated as the
designated beneficiary while he or she is alive.
(1) For example, if a participant names a trust as his or her
beneficiary, and under the terms of the trust the oldest
beneficiary is the participant's spouse, and following the
spouse's death the assets of the trust, including the right to
receive the remaining plan benefit or IRA, are payable in
equal shares to the participant's children who survive the
spouse, and if there are no children then living, to a
charitable organization, the charitable organization would
not be considered in determining whether the participant
had a designated beneficiary, because its entitlement to
receive some of the plan benefit or IRA depends on none of
the participant's children surviving the spouse.
(2) On the other hand, if the trust agreement provided that the
trust continued in existence after the spouse's death, and at
the death of the last child to die the assets were payable to
the charitable organization, the charitable organization
would be considered in determining whether the participant
had a designated beneficiary unless all distributions from
the plan or IRA were required to be distributed to
individual beneficiaries of the trust when received by the
trust.
See Treas. Reg. § 1.401(a)(9)-5, A-7(b) and (c)(3), Examples I and 2.
d. In addition, the terms of the trust should not direct that, after the
beneficiary determination date, plan benefits or IRAs distributed to
the trust be used to pay debts or expenses of the participant's
estate, including federal and state estate and death taxes; otherwise
the participant may not be treated as having a designated
beneficiary because the participant's estate could be treated as a
beneficiary of the plan benefit or IRA.
e. None of these rules that have apparently been imposed by the IRS
makes any policy sense, since in every case the distributions to the
trust will have been subject to income tax and more than likely at a
higher rate than if paid to an individual beneficiary because it will
have been taxable to a trust, which is usually in a higher federal
income tax bracket than an individual.
(1) In addition, if an individual had been named as the sole
outright beneficiary instead of a trust, the balance of the
plan benefit or IRA held by the individual, plus any
remaining plan benefit or IRA not yet distributed, could be
payable to either an older beneficiary or a non-individual
beneficiary without affecting the status of the individual as
the designated beneficiary (but in this case, the individual
beneficiary would have received all distributions while
alive).
(2) Note that some of these unfavorable consequences can be
eliminated before the beneficiary determination date by
cashing out certain beneficiaries, by having certain
beneficiaries disclaim their interests, and by segregating
plan benefits or account balances into separate accounts.
Treas. Reg. §§ 1.401(a)(9)-4, A-4(a) and 1.401(a)(9)-8,
A-2(a)(2).
9. The new final regulations provide two examples that confirm the IRS's
position taken in Rev. Rul. 2000-2, I.R.B. 2000-3, relating to the
qualification for the marital deduction of a plan benefit or IRA payable to
a qualified terminable interest property (QTIP) trust, and clarify when a
surviving spouse will be treated as the participant's sole designated
beneficiary when the spouse is a beneficiary of a trust to which the plan
benefit or IRA is payable.
a. In the first example, the participant dies in 2001 at the age of 55,
survived by the participant's spouse, who is 50 years old.
(1) The participant has named the trustee of a testamentary
trust established under the participant's will as the
beneficiary of all amounts payable from the participant's
account in a defined contribution plan. It is stated that the
participant's account balance is invested only in productive
assets. Further, by October 31 of the calendar year
following the calendar year of the participant's death, a
copy of the trust agreement and a list of the trust
beneficiaries are provided to the plan administrator. At the
participant's death, the trust was irrevocable and was a
valid trust under the laws of the state of the participant's
domicile. The participant's account balance was includable
in the participant's gross estate under I.R.C. § 2039.
(2) Under the terms of the trust, all trust income is payable
annually to the spouse, and no one has the power to appoint
the trust principal to any person other than the spouse. The
participant's children, who are all younger than the spouse,
are the sole remainder beneficiaries of the trust. No other
person has a beneficial interest in the trust. Under the
terms of the trust, the spouse has the power, exercisable
annually, to compel the trustee to withdraw from the
participant's account balance an amount equal to the
income earned on the assets in the account during the
calendar year and to distribute that amount through the trust
to the spouse. The plan contains no prohibition on
withdrawals from the participant's account of amounts in
excess of the annual required minimum distributions. In
accordance with the terms of the plan, the trustee of the
trust elects to receive annual required minimum
distributions using the life expectancy rule for distributions
over a distribution period equal to the spouse's life
expectancy. If the spouse exercises the withdrawal power,
the trustee must withdraw from the participant's account
the greater of the amount of income earned in the account
during the calendar year or the required minimum
distribution. However, under the terms of the trust, as well
as applicable state law, only the portion of the plan
distribution received by the trustee equal to the income
earned by the assets in the account is required to be
distributed to the spouse, along with any other trust income.
(3) Because some amounts distributed from the plan to the
trust may be accumulated in the trust during the spouse's
lifetime for the benefit of the children, as remainder
beneficiaries of the trust, even though access to those
amounts is delayed until after the spouse's death, the
children are treated as beneficiaries of the participant's plan
benefit in addition to the spouse, and the spouse, therefore,
is not the sole beneficiary. Although the spouse's life
expectancy, determined in the calendar year following the
participant's death, will be used for purposes of
determining the required minimum distributions to the
trust, the spouse's life expectancy will not be redetermined
each year as it would have been had the spouse been the
participant's sole designated beneficiary. Instead, the
spouse's life expectancy will be reduced by one for each
year that elapses. In addition, the distributions to the
spouse must commence by the end of the calendar year
following the calendar year of the participant's death,
rather than by the end of the year in which the participant
would have reached age 70 .
Treas. Reg. § 1.401(a)(9)-5, A-7(c)(3), Example 1.
b. In the second example, the facts are the same, except that the trust
requires that all amounts distributed from the plan to the trustee
while the spouse is alive will be paid directly to the spouse upon
receipt by the trustee. In this case, the spouse is the sole
beneficiary of the participant's plan benefit for purposes of
determining the designated beneficiary, because no amounts
distributed from the plan to the trust are accumulated in the trust
during the spouse's lifetime for the benefit of any other
beneficiary. Consequently, the annual required minimum
distributions may be postponed until the end of the calendar year in
which the participant would have reached age 70/. Although the
example does not so state, because the spouse is the sole
designated beneficiary, the spouse's life expectancy may be
redetermined each year for purposes of determining the required
minimum distribution to the trust while the spouse is alive. Treas.
Reg. § 1.401(a)(9)-5, A-7(c)(3), Example 2.
I. Effective Dates.
I1. The final regulations are effective for determining required minimum
distributions after 2002.
a. However, taxpayers may use either the final regulations, the 2001
proposed regulations, or the 1987 proposed regulations for
purposes of determining the required minimum distribution for
2002.
2. Beneficiaries must use the final regulations after 2002 even though the
participant died before 2003.
a. In the case of a participant who died before 2003, the designated
beneficiary must be determined under the final regulations for
determining required minimum distributions for distributions after
2002.
b. If a plan has not adopted the 2001 proposed regulations or the final
regulations for distributions in 2002, distributions for 2002 must be
based on the 1987 proposed regulations, usually resulting in larger
distributions.
(1) This will not be the case, however, if a participant had
elected to receive his or her distributions over the joint and
last survivor expectancy of the participant and the
designated beneficiary, and the participant died before 2002
and neither life expectancy was being recalculated.
(2) The required minimum distribution in this case would be
smaller under the 1987 proposed regulations, since under
the 2001 proposed regulations or the final regulations the
remaining life expectancy of the designated beneficiary
would be the applicable distribution period.
c. However, a participant or a spouse of a participant (but not a
beneficiary) may roll over the excess of the amount distributed,
based on the 1987 or 2001 proposed regulations, over the required
distribution under the final regulations to his or her IRA.
Treas. Reg. § 1.401(a)(9)-1, A-2(b)(1).
J. Conclusion.
I1. The final regulations are certainly a vast improvement over the 1987
proposed regulations and eliminated some of the problems under the 2001
proposed regulations.
2. However, a number of issues remain.
a. It is unfortunate that an individual beneficiary of an estate or an
individual who takes under a state's anti-lapse statute cannot be a
designated beneficiary.
b. It would have been preferable if the regulations would have
provided that separate accounts with respect to individual
beneficiaries of separate trusts could be created in the trust
agreement itself, in addition to the beneficiary designation form.
c. The final regulations do not contain the provision contained in the
2001 proposed regulations that permitted a beneficiary who was
treated as a designated beneficiary to designate a subsequent
beneficiary for distributions of any portion of the participant's
benefit or IRA remaining after the designated beneficiary died.
(1) Hopefully, this does not mean that a beneficiary may not
have such a right without jeopardizing his or her status as a
designated beneficiary.
d. It is unfortunate that the final regulations provide that a beneficiary
named as of the participant's death who dies before the beneficiary
determination date must still be taken into account in determining
the oldest beneficiary.
(1) For example, if the participant named his or her spouse as
his or her primary beneficiary and a child younger than the
spouse as the contingent beneficiary, and the spouse
survives the participant but dies before the beneficiary
determination date, the spouse's shorter life expectancy
will be the applicable distribution period rather than the
participant's child's life expectancy.
(2) It is hoped that a deceased beneficiary's personal
representative could disclaim his or her interest in the plan
benefit or IRA if the beneficiary dies within nine months of
the participant's death.
(3) The position taken by the regulations was in response to
concerns by commentators that if all the beneficiaries
named by the participant or the plan as of the participant's
death die before the beneficiary determination date, the
participant would not have a designated beneficiary.
(a) Of course, careful planning would have provided
for successor beneficiaries to take into account the
death of an individual named as a beneficiary before
the beneficiary determination date.
(4) The problem could have been solved by providing that a
beneficiary who died before the beneficiary determination
date would only be taken into account for purposes of
determining whether the participant had a designated
beneficiary if that was the only way to avoid the participant
being treated as not having a designated beneficiary.
(5) Also, a participant should be able to condition a
beneficiary's right to receive a plan benefit or IRA on
surviving until the beneficiary determination date, and, if
the beneficiary dies before then, he or she will not be
considered a beneficiary.
(a) This could jeopardize the marital deduction in the
case of a spouse who is named as the beneficiary.
e. The final regulations should have clarified what beneficiaries of a
trust must be taken into account for purposes of determining the
oldest beneficiary and whether there are any beneficiaries who are
not individuals.
f. The final regulations should have clarified what is meant by
"establishing" a separate account and whether a separate account
created by the beneficiary determination date would be effective




NOTE: The distribution period is the joint and last survivor expectancy of an individual with an
age in the first column and a beneficiary 10 years younger than the participant. The applicable
percentage, which is not included in the final regulations, is the percentage, rounded to two
decimal places, determined by dividing the distribution period into 100. This is the percentage
of a participant's plan benefit or IRA balance that must be distributed by the end of each
distribution calendar year, except the distribution for the first distribution calendar year, which
can be deferred until April 1 of the following calendar year. However, if the participant's sole
designated beneficiary is a spouse who is more than ten years younger than the participant, the
applicable distribution period is their joint and last survivor expectancy, determined each year,
while both of them are alive. The joint and last survivor expectancy is determined under the
Joint and Survivor Table contained in Treas. Reg. § 1.402(a)(9)-9, A-3.


















































































































































































Note: This table is contained in Treas. Reg. § 1.40 1(a)(9)-9, A-I. Under the minimum distribution rules, this table is used for
determining the life expectancy of a participant who dies after the RBD if there is no designated beneficiary by September 30 of the
calendar year following the participant's death (or if the designated beneficiary's life expectancy is shorter than the participant's), or
the life expectancy of the participant's designated beneficiary after the participant's death (regardless of whether the participant dies
before or after the RBD) if there is a designated beneficiary by September 30 of the calendar year following the participant's death
(unless the participant dies after the RBD and the participant's life expectancy is longer than the designated beneficiary's life




























































ABBREVIATED JOINT AND SURVIVOR TABLE
Age Age J&S
of P of S EX Table
70 45 39.4 27.4
70 46 38.6 27.4
70 47 37.7 27.4
70 48 36.8 27.4
70 49 35.9 27.4
71 45 39.4 26.5
71 46 38.5 26.5
71 47 37.6 26.5
71 48 36.7 26.5






















ofP of S EX Table
73 45 39.3 24.7
73 46 38.4 24.7
73 47 37.5 24.7
73 48 36.6 24.7
73 49 35.7 24.7
74 45 39.2 23.8
74 46 38.3 23.8
74 47 37.4 23.8
74 48 36.5 23.8
74 49 35.6 23.8
75 45 39.2 22.9
75 46 38.3 22.9
75 47 37.4 22.9
75 48 36.5 2219
75 49 35.6 22.9
Age Age J&S
of P of S EX Table
76 45 39.1 22.0
76 46 38.2 22.0
76 47 37.3 22.0
76 48 36.4 22.0
76 49 35.5 22.0
77 45 39.1 21.2
77 46 38.2 21.2
77 47 37.3 21.2
77 48 36.4 21.2
77 49 35.5 21.2
78 45 39.1 20.3
78 46 38.2 20.3
78 47 37.2 20.3
78 48 36.3 20.3
78 49 35.4 120.3
Age Age J&S
of P of S EX Table
79 45 39.1 19.5
79 46 38.1 19.5
79 47 37.2 ,19.5
79 48 36.3 19.5
79 49 35.4 19.5
80 45 39.0 18.7
80 46 38.1 18.7
80 47 37.2 18.7
80 48 36.3 18.7
80 49 35.4 18.7
F I
"P" refers to Participant.
"S" refers to Spouse.
"J&S EX" refers to the joint and survivor expectancy multiple.
"Table" refers to the applicable distribution period under the Uniform Lifetime Table (see
Exhibit A).
Note: This table is contained in Treas. Reg. § 1.401(a)(9)-9, A-3, Joint and Last Survivor Table.
Under the minimum distribution rules, this table is used in lieu of the Uniform Lifetime Table set
forth in Exhibit A for determining the joint and last survivor expectancy of the participant and
the participant's spouse if the spouse is more than 10 years younger than the participant and is
named as the participant's sole designated beneficiary during the entire year. The applicable
distribution period from the Uniform Lifetime Table is provided for comparison. Of course, this
table only covers a participant age 70 to 80 having a spouse who is age 45 to 49. See the actual
table contained in the regulations for other age combinations.
EXHIBIT D
CHART FOR DETERMINING APPLICABLE DISTRIBUTION PERIOD
Designated Applicable Distribution Applicable Distribution Period if P Applicable Distribution
Beneficiary Period at RBD dies before RBD Period if P dies after RBD
P's Spouse is not P's Table 1 DB's L EX, determined in the 2 The longer of the period 3
sole DB year following the year of P's determined in box 2 or 9
death, reduced by 1 for each year
thereafter
P's sole DB is P's Table, or, if S is more 4 S's L EX, beginning in the year 5 S's L EX, redetermined 6
Spouse than 10 years younger P would have reached age 70 , each year until S's death,
than P, J&S redetermined redetermined each year until S's when it becomes S's L EX in
each year (if Spouse no death, when it becomes S's L EX in the year of death, reduced by
longer P's sole DB at end the year of death, reduced by 1 for I for each year that elapses
of a calendar year, the each year that elapses after the year after the year of S's death
Table must be used of S's death (consider spousal (consider spousal rollover)
unless the spouse died or rollover)
there was a divorce and P
did not name a new
beneficiary before the end
of that year)
No DB Table 7 By the end of the 5" calendar 8 P's L Ex determined in 9
year following the calendar year the year of P's death, reduced
of P's death by I for each year thereafter
I RBD = Required beginning date, which for all account holders of IRAs and participants in qualified retirement plans who
own more than 5% of the sponsoring employee is April 1 following the year in which the Participant reaches age
70 . For participants in qualified retirement plans who do not own more than 5% of the sponsoring employer,
unless the plan applies the rule in the first sentence to all employees, the RBD is April 1 of the calendar year
following the later of the calendar year in which the Participant retires or reaches age 70 .
Table = The uniform lifetime table.
P = Participant, which includes a participant in a qualified retirement plan or an account holder in an IRA.
S - Spouse of the Participant, who, depending upon the context, may be the Participant's surviving spouse. Note, that
unless the Spouse is the Participant's sole Designated Beneficiary, the Spouse is treated as any other Designated
Beneficiary. The Spouse will be the Participant's sole Designated Beneficiary to the extent that he or she is the
outright beneficiary of some or all of the Participant's plan benefit or IRA. If the Spouse is one of two or more
Designated Beneficiaries, he or she will not be treated as the Participant's sole Designated Beneficiary unless by
September 30 of the calendar year following the calendar year of the Participant's death a separate account is
created for S's portion of the plan benefit or IRA, the other Designated Beneficiary disclaims his or her interest, or
the other Designated Beneficiary's portion is distributed to him or her. If the beneficiary is a trust and the Spouse
is the oldest beneficiary of the trust, he or she will be treated as the Participant's sole Designated Beneficiary only
if all distributions from the plan or IRA paid to the trust during his or her lifetime are required to be redistributed to
him or her. In addition, to the extent the Spouse has the right to the plan benefit or IRA either as the outright
beneficiary or a beneficiary of a trust who has the right to withdraw the right to receive the plan benefit or IRA, the
Spouse may have the Participant's plan benefit (if permitted under the plan) or IRA rolled over or transferred to his
or her own IRA or, if named as the outright beneficiary, may elect to treat the Participant's IRA as his or her own
IRA, in which case, the required minimum distribution rules will now apply treating the Spouse as the Participant.
DB Designated Beneficiary, which, in most cases, must be established by September 30 of the year following the year
of the Participant's death, except when the Participant names his or her Spouse as his or her sole Designated
Beneficiary, and the Spouse is more than 10 years younger than the Participant. In this case, the identity of the
Designated Beneficiary is relevant at the Participant's RBD. Note that an individual beneficiary of a trust named as
the Participant's beneficiary may be treated as the Participant's Designated Beneficiary if the trust satisfies four
requirements by September 30 (or October 31 in the case of the documentation requirements) of the calendar year
following the calendar year of the Participant's death (or, if the Participant's Spouse is the Participant's sole
Designated Beneficiary and is more than 10 years younger than the Participant, at the beginning of the calendar
year).
J&S Joint & survivor expectancy of the Participant and Spouse redetermined ("recalculated") each year, which can only
be the applicable distribution period if both the Participant and the Spouse are alive, the Spouse is more than 10
years younger than the Participant, and the Participant has named the Spouse as his or her sole Designated
Beneficiary.
L EX = Life expectancy of the Designated Beneficiary, which may include a Spouse.
Note, except in the case of P's death before the RBD when S is the sole Designated Beneficiary, distributions to the DB after
P's death must commence by December 31 of the calendar year following the calendar year of P's death.
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